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i. imma tick 

It is r mil krvowrj fact that the ships of the C, 5, B&vy obtain 
thsir propulsion power froa petroled products, barge ships use fuel oil, 
sop- 11 ships sad suboarinsa use diesel oil. This fact did not occur suddenly 
but vm a process of gradual evolution fm tbs burning of coal. It is inter- 
esting to trace the step# in this gradual evolution wad to see whet obstacles 
had to be overcome by the early planners* There were iany controversies but 
tbs cony ndvftnt ages offered by petroled fool crrercano the objections of the 
"die-bards,* 

Prior to the development of ftir power, the Navy was always regarded, 
without Question, as the nation's first line of defense* Certainly during 
the titae o? conversion froa coal fuel to oil fuel the non in responsible posi- 
tions felt that they should proceed aost carefully duo to the possible effect 
on national cccurity. That security would be Jeope, 2 itli*ed If they can verted 
the ships of the Wavy to oil fuel and then found that the oil reserve of the 
C« 8* were not sufficient to provide an adequate supply, lien of industry are 
frequently irked by the delay cn the part of gov*maent officials in making 
decisions* In nary cases the delay to not justified but in aery other# reason- 
able men In industry will realise the far-reaahisc consequences which will re- 
sult and ouch investigation ansi precede the decision. It is hoped that this 
paper trill .indicate the ttierougftiieee of investigation prior to eataplete con- 
version* 

When the policy of petrolewa fuel for ships was firstly established 
the prc&lccsa of procurement an.’ distribution were not difficult of solution 
prior to World “ sr I, Kor were they very troublesome during that war. In the 



peaceful period between Tor Id bers I and II econogny was the watchword, the 
araed cervices were cr.it down to a skeleton framework, and the procurement n£ 
fuel was a assail stall in th® Bureau of Supplies and Accounts of the Sfevy 
Department. Kitts the outbreak of w&r between th® tj. 5. and Japan the dwaaid 
for fuel became iressersdeus sad eventually led to the f onsstt cm of a special 
organization to solve the problems of rvoevromunt and distribution of petro- 
leum fuel not only for the forces of the U. 5. but also for those of our 
Allies. 

A brief history of th® Aray-tf«vy Petroleum Board, now known »a the 
Munitions Board Petroleum Ooamitiee, should be of interest to members of the 
petroleum industry if only for the fact that it is now the aoet important 
agency of gorernaant widoh handles petroleum, matters* On a lower echelon is 
the Armed Services Petroleum Purcheslng Agency which is the single agency y?ur- 
ahasing petroleum products for the Department of Defense* T he organisation 
and charter of this agency are provided for Information* 

It is the purpose of this paper, after tracing the dewlopatent of 
the organisation in government for the promireemt and distribution of petro- 
leum, to offer suggestions as to possible leprovetoent in this organization. 
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xi. kzstort cr the use of mm&mw as fuel 
for mul mmm 

A. Prior to l?QO 

The first known use of petroleum as Ami for water-borne power 
plants ms in the craft operating in the Caspian Saw and on the Volga Elver, 
This ms to bo expected do© to the Baku oil fields, the world* a oldest, being 
la the vicinity wad thus assuring power plants both afloat and ashore of a 
conUzttsous supply* of fuel. The first oil-burning man-of-war me the torpedo- 
boat, SUKDERLIIJD, built in Poland* A covpl^te account of her trials was eet 
forth in ’'Engineer? ngf issue of January It), 1393, and it was stated that the 
on-burning features were highly successful. However, nothing further was 
heard of the SU5DERLAED. The chip is not included in any Havy list frost 1890 
to 1900. It is pemmmA that either the ship was left in the hand* of the 
builders or its nans was changed. It is further presumed that the first 
accounts of the success of the oil-burning equipment were not well-founded# 
Italy me the first nation to take the lnltUtlvo in eaperlsa^nting 
with ecsac success with petroleum fuel for naval vessels. An unusual sothod 
was used in that the oil ms sprays! over the: hot coals in the furnace. A 
torpedo-boat ms used for the experimental work in 19?1. As a result of these 
experl-scnts, eight torpedo-boats wore thus equipped by 1395* 1 

The first recorded ocean voyage of a ship using only petroleum fuel 
was that of the BAKU* STAHBARD, which sad© a round trip between England and the 
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U. S. in ll*?h. It Is noted that steam atomisation was used and the ship ex- 
pended more water than oil during the trip.^ 

the U. 3. Kavy had long been Interested in the possibility of petro- 
leum fuel for its ships# A report by the Engteecr-te-CMef in 1897 stated, 
..from 186? to the present tine the Bureau has, at intervals, conducted 
experiments with various forms of apparatus and kinds of fuel ail#... 11 The 
first definite official recommendation made by any naval official urging an 
actual seagoing oil-burning installation appeared in the report of the Engl- 
neer-in-Chlef in 1358# It was not until seven years later, 1695, that it was 
recommended that experiments be conducted to determine the value of petroleum 
fuel for torpedo-boats and smaller types of vessels# In 1396, successful tests 
were made using oil fuel in a aoall torpedo-boat carried by the MAXUE, In 
the same year, it tras decided to put an oil-burning installation in the torpedo- 
boat named the TALBOT* War with Spain caused cancellation of this project end 
it was not until 1399 that the tests scheduled for the TALBOT were begun. 
Results were very discouraging. Ho more than three-fourths of full power could 
be developed and that only for a short tisw^ and the smoke nuisance was as 
serious as when burning soft coal. 

It must be remembered that the greatest hindrance to the assured 
development of oil-burning equipment and eventual installation in all ships 
was the uncertainty of the source of supply. The oil industry was in its 
infancy. Hot much was known about hew much oil the United States could pro- 
duce and for how long. Even with plenty of oil available there was the large 
problem of distribution# Oil could not be obtained for naval ships in all 
ports of call. 

So the fiavy came to the end of the nineteenth century with very 
little having been done on the long road of complete conversion from coal to 
petroleum fuel. 






B. 1$0G-1$13 

Tb® turn of the century brought new informtion regarding the oil 
potential of the United Sts tea. the discovery of oil to the Spindletop field 
in 1^01 lessened the fears of those who were concerned over the possible 
early exhaustion of our oil supplies. It also caused the oil Industry to 
actively seek new customers for the largo amount of oil flowing froa new walls. 
If the industry could convince the Kavy that oil would out-perfora coal in 
actual boiler operation than it would gain a large customer and indirectly 
cause jaerchant fleet owners to convert to oil. 

The Oil City Boiler Works erected a boiler in ’Washington and was anx- 
ious to have It tested for naval use# The Bureau of Engineering of the S&yy 
was equally anxious to find a satisfactory watex^tube boiler end, since the 
exhibitor paid the expenses, willingly set up a board to teat the boiler. The 
report of the %vy liquid Fuel Boards^ stands out as cue of the world's finest 
engineering clas sics, Aaang other things, the report has been styled °the 
Bible on liquid fuel of the British Admiralty, The Board functioned for 
two yoc.ru (l?02~19Qi) and the report contained thirty-throe paragraphs of con- 
clusions, Of these the first sentence of paragraph 31 is perhaps the sost 
important* ”31. The Board regards the engineering or asS Nw A csJL feature of 
the liquid fuel problem as hawing boon practically and satisfactorily solved...* 
However, in all aetusl experlaentatlcn work the Bo-rd utilised stcaa atoraisers. 
Th* superiority of aeehanical atocoicer* was recognised bat no specific reeoo- 
ae neat' on regarding the® was toads. 

The fuel oil era in the Havy nay ha narked as having e*Ria*a««d in 
1907, Contracts were let in that year for the construction of two battleships. 
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Contained in the specifications the following paragraph, '’Provision will 
be aads for burning fuel oil in the furnaces. The usual provleions for 
coal burning sere also included meaning that Use fuel oil was to be burned 
during auxiliary operation. One provision which upset the contractors was 
that mechanical atosslaen? werw required. So atcesiacrs of this typo were 
available la the fl, 3, altboug three successful ones bod been developed in 
foreign countries, one each in England, France md Qer^wy, The Kavy knew 
of these successes aad desired to force the oil equipment awaaf «o tuners in 
this country into developing the mechanical ataalssrs. To use steaa or air 
ated cation would require either large evaporators to provide the water or 
heavy air compressors for the air supply. 

At the end of this period, the Parry had a fairly well settled policy 
regarding fuel oil. The development of fuel oil as the sole fuel for des- 
troyers had continued since 1S?9 and proved so successful that all destroyers 
ttrilt after 1907 were oil burning. And the policy for battleships woe to une 
oil cs an auxiliary fuel. 
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C, 1910-1917 

The first oil-burning destroyer was commissioned in Septaahor, 

1910. The success of the installation was apparent fro® the enthusiastic 
reports received. The battleships which had ^tsdJLIar/ oil-burning apparwtws 
used It at every opportunity. The time was rapidly approaching when the 
final leap to oil fuel exclusively should he made. In the latter part of 

1911, plans were laid down for the construction of two battleships, the 
OKLAHOMA and tIVAliA, Although still not certain that all logistic problems 
could be solved, the Scvy £«partsent designed these ships for the exclusive 
use of fuel oil. 

As the sis© and speed of capital ships Increased, the engineers re- 
quired store space, mm weight, and store mn for operating the power plant. 

By using oil fuel it was found that, in addition to the lucre* ted efficiency 
and radius of action, It was possible to return to the constructors one-fourth 
of the weight, one-fifth of the space, and release cae-third of the aen usually 
required for coal burning operations* 

The old question of the amount of oil reserves In the £. S. continued 
to plague responsible officials. Km that capital ships were being built with- 
out features for coal burning, it been*© necessary to obtain the answer to the 
question, *C&n enough oil be assured for a sufficient length of tiae to justify 
the Havy*a adoption of fuel oil to the exclusion of coal?" The Secretary of 
the Savy soled this question of to Secretary of the Interior in 191?* He 
implied that the supply could be assured for the probable life of eny chip 
built during to next ten years. As a result of tide stm-urun e, the Secretary 
of the Kevy onneunc ed in his report for 1911 that in the future all fighting 
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ships built for the t\ 5. Envy would bum oil solely. 

Once the firs policy of using fuel oil exclusively wee establish d 
the next problem *«s that of distribution, to sake certain that stocks of 
fuel oil wr® strategically located in sufficient amounts to aerve the needs 
of tee Fleet* fids required the building of store re tanks, tankers, berges, 
and terminal facilities. And, since foreign navies closely paralleled the 
tf, S, development of the use of oil for fuel, facilities were available for 
obtaining oil In foreign ports* the building program for distribution pro- 
ceeded slowly but with sufficient speed to be able to furnish oil to the ships 
which were gradually coning off the ways. 

One of the most troublesome and, at tines, scandalous projects of 
the Jiavy at this time was the designation of certain public lands as Hsval 
Oil Eoeenrea, On August ", 1912, Haval Petroleum Reserve So* 1 was designa- 
ted as a portion of Elk Hills, California* On December IP, 1912, So. 2 was 
designated contiguous to Ho, 1 and located in the Buena Vista Hills. Ho* 3 
was designated on April 30, 1915, and located south of the Salt Creek field 
in tyoaing* The objections of the oil industry to thee© withdrawals of public 
land from oil exploration and development resulted in much litigation. Manipu- 
lation of these tends by a later Secretary of the Interior caused the Teapot 
Dome scandal, (Reserve Ho, 3). All of these reserves were an effort on the 
part of the Havy Department to assure itself of an adequate supply of oil 
beyond tee time Unit set by tee Secretary of tee Interior in 1912. 

As time went on and more ships, both naval am! merchant, were built 
to bum oil exclusively, tee question of cot timed supply was raised more and 
aoro frequently ami finally brought to a heed by a letter from tee L'ngincer- 
irv-lhicf of the Havy to tee Secretary of tec Hrvy cm April 15, 1916. The 
first two paragraphs of this letter sro quoted on the foUowiac page to illus- 
trate tee thinking on tee subject at that time and, particularly, to note what 
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toe estimate of toe petroleum reserves of the action was in 1916. 

*1* The question or toe supply of fuel oil for the fleet 
is of such greet importance that too Bureau believe# that it 
should be taken up end seriously stifled nt once in order that 
the necessary information my be had as to the cheapest fuel oil 
that may be used, the quantity end location of storage that should 
be provided, toe iaethoda that should be adopted for providing the 
current supply, and the plans that should be formulated and 
followed In order that toe Navy may b® assured of an adequate 
future supply and in order that the Easy Deportment may intelli- 
gently and safely continue its policy of building ail-burning 
vessels* 

2* The Department of the Interior estinsie® that there 
raonine in toe oil fields of toe nation a supply for only twenty- 
five years, and a recognised authority on this subject at fees* 

♦In the eadiRUoUon of its oil lands and with no assured 
source of dons# tic supply in sight, the United States 
ia confronted with a national crisis of the first magni- 
tude. »*** Ee must either plan for the future or -mb must 
pas# into a condition of cwasercial veissalag©, in Use of 
peace relying on some foreign country for toe petroleum 
wlie real to to lubricate t)» highways of ©©mere®, in tine 
of war at toe owsrey of toe emaay who my either control 
toe source of supply or the means of transportation* ** y 

the letter ended with a rec^c^entU felon that a Board be appointed to study the 

problem. The * Board on toe Supply of Fuel Oil for too Bevy* was appointed on 

April 2?, 1916. 

The Board made an interim report on September 21, 1915 which carried 
only two recammo-nda t.t ons : 

1, That ares# of toe public dosaain containing oil shale deposits 
be set aside as naval reserve# $ and 

2. That an additional naval petroleum reserve bo set aside in toe 
Osage Indian Reservation. 

The final report of the Board wa# submitted on Becceber 22, 1?16 and 

contained many rocowsetvinUone, but for the purpose of this paper only those of 

interest to the oil Industry will be quoted , 1 

w Th« supply of petroleum which the V, S. Geological itarvey 
*#tla*tes to be contained in pools within the continental 
limit# of the United States is twenty-eight tiaea the pres- 
ent annual consumption.* 
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re, Attain, Is a completely erroneous estimate but no doubt was the best 
that could be made with the information Available fit that time* 

"If «a depend upon the dcsac-atic petroleum saarketa for 
aur supply of fuel oil, the cost, »1 ready fro® two to three 
times that of coel in the Atlantic Ocean, will rapidly in- 
crease to a prohibitive figure, and in the near future the 
extent of this supply ia tiae of war will not suffice for 
the needs of the fleet." 

fortunately this pj^nosticatioii did not cose to pass and, as i» well :j%cmn, 
the oil industry was Able to reduce rather than increase the price of fuel 
oil. 



"The only method of insuring fin adequate and dependable 
reserve of oil which will bo available in tine of war to 
the navy is by holding la maoeallablo ortfuxehlp reserves of 
United Sts tee lands with sufficient petroleum content. " 

This statement was probably dictated by th« estimate of only £8 years' supply 

of petroleum, 

"A large portion of the cost of oil in the Atlantic ie 
due to transportation, The cost of chartered transportation 
has always been at least twice that of transportation in 
naval tankers, and at present ie six tinea as expansive,'’ 

The 8*vy needed tankers at this time and this statement was presented »s justi- 
fication for a building prograa* If Congress can be shown that by providing 
naval tankers money can be raved, then the Chances of obtaining appropriations 
for this purpose are enhanced. The next quota proves this point. 

"The Board therefore urges the contraction of naval 
tankers in numbers requisite for the needs of the fleet* In 
addition to those required in the Train, the Board rooosaend® 
that there bo completed by 1312 four naval tankers to cr<rry 
oil from Gulf ports to the Atlantic seaboard." 

Such action is usually protested by nacrchsnt shipping companies who stand to 

lose government revenues. 

"The Board recomend# the construction of * topping plant 
on deop water in tho lower Chesapeake, of a capacity to provide 
one-fifth the eatimrted consumption of tho fleet In 1519, fiy 
purchasing crude oil at a Mexican port, transporting it in 
naval tankers, and removing the gasoline and kerosene, fuel oil 
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con be produced at a net :ost las* than one- third the present 
cost. The advisability of constructing this plant is su^ge&ted 
by the following considerations* 

(a) The Navy as a large consumer needs an intimate 
knowledge of processes of refining, in order 
that it may control the coat and intelligently 
write specifications. 

(b) Various grades of crude oil say be purchased as 
market conditions warrant, and converted into 
fuel oil, aaoline, and lubricants of the speci- 
fic Qualities best suited to naval us®.* 

Hero was the opening wedge for the government to go into the refilling business. 

Sad tills rtwo^aendation been acted upon it was intended to go further into 

the oil business by drilling wells and building pipelines to this refinery. 

Fortunately, the government stayed out of the oil industry which proved itself 

capable of taking care of Ute Envy’s necdo as well as those of the civilian 

population. 



Thus, the Savy caar to the close of this period with a aoot complete 
and thorough report based on an inveaiigstloa conducted by a board of officers, 
the two senior aeiabers of which had been active in advance of fuel oil since 
their service youth. The rocomsanda t i ons of thie board were sweeping but they 
could have been followed had normal development not been interrupted by rapid 
war preparations and very shortly thereafter by hostilities. 
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itu 

A. Prior to lorld Far II 

The amount of petroleum fuel required by the ffi&vy increased each 
ycer after the decision was a u*de to build ships equipped for burning oil exclu- 
sively. The problems of procurement and distribution counted proportionately. 
But as oil requirements increased, coal requirements decreased and the Fuel 
Division of tlie Bureau of Supplies and Acoounte was able to handle the situa- 
tion. During lorld War 1 sufficient fuel urns obtained and distributed to 
take care of the needs of the Fleet, However, at this tine a new element 
bcp.au to grow in Importance ansi that was the internal coa&ustlon engine. The 
passenger car, track, tank and airplane all took on new importance and were 
used extensively with resultant large desaaada for fuel. Thus be* an the inde- 
pendent, non-related procurement methods of the Aray and Ksyy to obtain their 
requirements of petroleum. 

After ?'orld far I, the Savy settled down to peacetime operations 
and had little difficulty with procurement. The procedure would be cs follows t 
The Chief of Kaval Operations would determine what ship operations would be 
carried out during the coming ye»r. The Bureau of Engineering would translate 
these jsovementa into fuel requirements. These require wj at a would go to the 
Bureau of Supplies and Accounts, Fuel Division, where bids would be solicited, 
contracts let, and deliveries made where and whan required during the year. 

It will be noted that this was a completely independent operation completed 
without reference to other genrerraaent agencies, 

During the 1930* a another factor entered the problem of procurement. 
That was the growing importance of air power. I’aval eviction was expanding 
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rapidly as carrier planes and operations were developed* The ti ray Air Corps 
increased jurt as rapidly. The result was competition between the two agen- 
cies for aviation gasoline. And because of differing ideas on specifications 
and u m of this gasoline it could not he in tanged between the services. 

The situation In 191*0 wca such, with ample production capacity In 
the C. £. , that neither governaent nor the ersasd services wore such concerned 
for their petroleusa supply. In fact, during Ansy maneuvers in the South at 
an© tine, both sides were being supplied with fuel from the sse» company with 
the same equipment and that was done right at the slaul ted front lines. The 
&avy Tf»a in a saaowhat better position in that they had their own tanker », 
storage tanka and supply lines. Exorcises had been conducted at fueling at 
sea with considerable success. These exorcises paid off during ’fforld War II 
when It was necessary to keep chips at soft for ssontho at a tiac. 

So it would eeea that the crated services approached torld War II 
with a certain naount of complacency with regard to procurement end distribu- 
tion of petroleum. 



B. During Jorld ¥ar IX 
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The advent or KorXd War XI brought chaos to tbs procurement proce- 
dures of the arsed, forces. So longer could the Army and Navy operate on a 
"tank wagon" and "tank barge 0 basis, that is, call up the nearest oil com- 
pany and order a few thousand gallons delivered at a given point by a certain 
hw of a day* So longer could they, or conawera in civilian life, or our 
Allies, buy competitively such products ea they thought they needed and 
requisition such shipping facilities when and as they thought they needed, 
each without reference to what the other sight be doing* The estimates of 
requirements to wag® war were continually being re viced upwsrd but few men 
realized that eventually they would reach the staggering proportion of half 
the nuaint ©nance torav gt? of our invasion forces* $ltfc such tremendous amounts 
of petroleum to handle, the promrm&nb methods of the armed services bogged 
down early in the conflict* 

Fortunately, two nten entered the services of the government at this 
time, one in the Savy, F, S* Carter, and one in the Aray, . £* Pyroru Both 
had considerable experience in the oil industry. Carter with the Use England 
Oil Co*, then with Shell, and finally as an independent producer in the South- 
west} Pyron with the J. K. Guffey Petroleum Co., then with Oulf. It was iatra©- 
diately apparent to these men that coordination of effort and cooperation of 
action were imperative if they were to bring order out of chaos. As a result 
of their efforts the Aray*J?»vy Petroleum Board wafc created by order of the 
Commanding General of the Army Service Forces and the 71ee Chief of Naval 
Oper lions on July 11, 1$U* Hie Board*® first instructions were, w to coordin- 
ate the efforts of the services in all petroleum matters," It was soon fount! 
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necessary to increase the strength of tills agency, so it was desi^;nated a 
sub-division of the Joint Chiefs of Staff in Jarsu ry of 1?ZJ. 

As set up and operating during the war, the A«\ r P£ % & to perform 
the following functions: 

*1. The Board is to bring about close cooperation between 
tli© War and Savy Departments, while maintaining close liaison 
with the Pctroleuc Administration for art 

£. The Bo-rd is responsible for gathering end preparing 
full information on petroleum products for the War and 2kvy 
Departaaents: 

3* The Board deter: in.es and consolidates the require** nts 
of petroleum for Army end Ravyj determines the capacity of the 
oil industry to provide those requirements, In collaboration with 
PAW I determines and designates for each petroleum product the 
appropriate procurement agency or agencies for both services, and 
makes certain the full coordination of ouch procurement, overseas 
shipment and storage of all such products: 

1, The Board has to see that the noce-ocary petroleum pro- 
ducts are at the designated delivery points at the specified 
time i 

5. The Board represents the Joint Chiefs of Staff, on all 
petroleum natters with other Allied Rations *"5 

Carter and Pyron soon brought Into the armed forces additional as n 
of experience in the oil industry# Soon a world wide organisation was func- 
tioning efficiently to procure and distribute petroleum to the free world. 

The cornerstone of operations of the Board rested on the operations 
of the Area Petroleum Officers. These representatives of the Board were 
stationed in the five theaters of wsrj Rorth Africa and the Mediterranean, 
Rorth European, Indie-Surma, Pacific, and Latin America. It was the duty of 
these offiocra to estimate the requirements of their theaters for four months 
in advance with monthly corrections to bring the estimates up-to-d&te. And 
these reports were not mailed back to fashing ton, they were carried back per- 
sonally by a representative of the APO who would, be on hand to explain any 
item not quit© fully unieretood by the Bo^rd. The record speaks for Itself 
of the success of Via splendid organisation which resulted from the efforts 
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of two outstanding »a<m of the oil industry. 

At the end of 3orld War II, -ein^tan, *\ C. w >■& the oil center of 
the world, primarily because the males, nsviee, and air forces of the Dnited 
Ka‘ cms wre twin* supplied fro* that city by aeans of the Aray-t^Rvy Petrolcua 
Board. As peace &mt to the world once so ra, those in responsible positions 
awwed to strengthen «nrt perfect this organisation so that, should war cone to 
this nrtion again, the chaos which occurred at the beginning of orld War II 
would not be repeated. 
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C* After forld War II 



Procurement of petroleum for the Kavy w&a consolidated with the 
rwtuiraaenta of all other government agencies during World War II a a a result 
of the establi abjwsnt of the Aray-Kavy Petroleum Board. This was proved to be 
the proper procedure* However, with the advent of peace a any of the non of 
the oil industry who iiald key positions on the Board were anxious to return 
to civilian life end rightly so. But their pieces eaulc not be taken ly 
career Xiao officers because neither service had the son with sufficient ex- 
perience. la addition, one of the aoat important functions of the A-UPB was 
close liaison with the Petroleum Administration for Tfer functioning under the 
Department of the Interior. A few words regarding its demise are in order at 
this time. 



The President, on !!iay 3, 151*6, wrote a letter to the Secretary of 
the Interior and, because It is the basis for the action which followed, the 
first four paragraphs are quoted below s 
"Hr. Dear Mr. Secretary! 

In keeping with the Administration* s policy of winding up 
the affairs of war agencies as quickly as possible after their 
emergency responslbl li tie o have been discharged, I have acted 
upon your re commendation to terminate, effective May 8, the 
Petroleum Administration for War, which has so successfully com- 
pleted its wartime assignment. 

I am in agreement with your views that steps should now tt 
taken to assure coordination in pence time of the Federal Govern- 
ment*® many interests In petroleum, petroleum products and asso- 
ciated hydrocarbons. 

To the acton t possible one agency aust bear the primary 
responsibility for providing a focal point for leadership and 
information for the numerous agencies of the Federal Govemmnt 
dealing with petroleum. I, therefore, request that you under- 
take the initiative in obtaining coordin- tion and unification 
of Federal policy and adnlnlst atlon with respect to the functions 
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and activities relating to petroleum carried on by the various 
department* an;’, agencies, .here practicable, and apprapri Ut, 
governmental activities relating to petroleum shy 1J be cm~ 
traliced and I ask that tr<m tl m to time yon submit to me, for 
consideration, proposals looking to the accompl isteaent of this 
objective. 

You should, through such office as yon designate, servo 
as the channel of ceswsunication between the Federal Government 
and the petroleua industry, and «s the liaison agency of the 
Federal Government in its relation with appropriate State bod- 
ies concerned with Gil and Gas* I have been Increased with 
the groat contribution of govemaent-industry cooperation to 
the success of the war petroleum prograa, and feel tlint th© 
values of such close and harmonious relations between Govern- 
ment end industry should be continued. I, therefore, suggest 
that you establish an industry organisation to consult and advise 
with you." 

The Secretary of the Interior took prompt action. On key 6, l?kS, 
the Oil and Gas division of the Department of tho Interior was established to 
carry out the suggestions of the President. Hoover, the civilian consultant 
suggestion of the President was not carried out mill Jfarch 2*, IftT, when 
the Military Petroleum Advisory Coaecittee was established an.' the introduc- 
tory paragraph of that order is quoted below* 

“Pursuant to the President 1 * letter of Slay 3, 1 9h6, to the 
Secretary of the Interior, there is hereby established a ili- 
tary Pelroleua Advisory Cowaittoe, to consist of representative 
members of the petroleum industry appointed to swabership hy the 
Secretary of tbs Interior, to provide the Chairman of the Array- 
HSnvy Petroleum Board and the Director of the Oil and Gas Division 
with expert counsel, advice, and information on all oil and gas 
natters relating to national security and defense which may be 
properly brought before the Committee." 

On October 7, 19h3, the n&a e of this Coaaslttee was clianged to the 
"Military Petroleum Advisory Board® and certain additional duties were 
assigned to it. Its position in the 3- tional Organisation for Petroleum is 
indicated on tS» chert. Appendix I. 

Shortly after the outbreak of hostilities In Korea, the Petroleum 
Administration for Defense wwe o©i up in tho Department of the Interior end 
is new functioning in uoh tho sane manner ns the Petroleum Administration 



for ■'■nr did (hiring orld nr II. 
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The Aray-urtvy Petrolem Board m established. in 1?1*$ w« » rmoo* 
stiiuted the firmed Services Petroleum Bo*rd by Secretary of Defense Forrests! 
in February, 1/1*C, «a a board to •jper* te jointly under the Be artsamts of the 
Ars*y, Kary, and Air Force which had previously been set up under the 15*tl onal 
Security Act of 19ls7. This Board was responsible to the Secretaries of the 
Ara^y, K*vy, and Air Force for petroleum setters, and also, to a certain extent, 
to the Munitions Board, the Joint Chiefs of Staff, «nd the Research and 
development Board, It say be readily seen that with so aany "bosses** the 
Board would not Sanction smoothly *nd reorganisation would be required. It was 
not long In coming, On Hay 3, 191*9, the Secretary of Defense directed that 
the Board be transferred to the thmitlona Board and renamed the *yunltioaa 
Board Petroleum Ca-wailtee.** That is iite organisation w© have today aal its 
charter is appended in Appendix II. 
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n. vrastm r>' wnssst^xm 

A. The Armed Services Petroleum Purehaaing Agency 

1. Origin 

Previews discussion In this paper has dealt ■ 1th the organisation cm 
e Hgh level w -,lch determines requirements end distribution of petroleum pro- 
ducts for the use of the Armed Services. The organisation on a lower level 
which does Una actual purchasing is the Arson Services Petroleum Par chasing 
Agency hereinafter referred to as AS?' A. 

Prior to and during • orld War II, each department purchased its own 
rwquireaants in petroleum products. This procedure had the advantage of 
direct control and perhaps leads to ioore car© In determining requirements* 

It had the disadvantages, however, of lending, in some instances, to competi- 
tion between Departments for products, as well as duplication of effort. To 
remove these disadvantages and, in addition, to *Ive industry one agency to 
contact relative to military purchase requirements in petroleum, ASP?A was 
established. This agency has the dual mission of contracting for the military 
needs in petroleum and also to * certain extent arranging for and co-ordina- 
ting their distribution. Personnel for the Agency came from the petroleum 
purchasing sections of the three Departments end officially began operating 
on Hay 1, l?lt% Authorised strength is nine officers and 73 civilians. The 
organisation chart and charter are appended as Appendix III and IV. 

2. Procedure 

The requireaaents of each leper teen t for the fiscal year are obtained 
by April of the preceding year. Contracts are made usually on » six months 
basis, "formally, awards are aadc to suppliers In Decanter md June of each 
year, in many cases lack of storage space amues it necessary to accept delivery 
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In comparatively snail asmnta and the fcwermmt must depend on industry to 
carry In its dl etrlbctien ayetom the stocks n«*c©»8ary to , rovide a smooth 
uninterrupted flow of products* 

Procurement a&ihoda very with condition®, ^hen petroleum product# 
vc- re In short supply three year® ago virtually all procurement mo os a 
result of negotiation, ’"'hen the supply la adequate, procurement, for the 
most part, results from foraal advertisesaent. 
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Y, O38CL0SI0I® 

>Oae conclusion which say be drawn from the foregoing discussion 
la that In the technological development of oil burning equipment, toe tr. S, 
Savy end toe aqulpsient Industry cooperated very closely. Bolls par tie# were 
intensely interested In building up toe use of potrolcurs o# fuel for ship#) 
industry, because of business reasons, and the Hevy, In order to tnoreeee 
toe effectiveness of it# fighting unite* It is fortunate for tola country 
that responsible nan in business and government have been endowed with to# 
ability and aggressiveness vhlch caused then to continually seek new and 
better methods of technical acoompllshseat, By so doing, they have brought 
tfis country to its present high standard of living, and the aracd forces to 
their present great strength. 

The great demand for petroleum during World ter XI could have been 
cause for the goverrnaant to take over the petroleum industry as it did the 
railroads during World War X, That this event did not eexa© to pass is due 
to non of the industry who entered the armed services and saw to it that oil 
was delivered in toe right s-aount of toe right kind, at toe right place at 
the right tin*# They did tots by avoiding clashes of personalities and cut- 
ting red tape to the mininun. This outstanding example of close integration 
of governoent and industry shows that a large task can bo accomplished in 
this manner harmoniously and efficiently. 

The present organization for the handling of petroleum in government 
can prove Its efficiency only when put to the test should « major war descend 
upon us again. If that happens, there is no doubt that men of the oil indus- 
try will once again take their places in toe organization to provide the 
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necessary smooth flaw of oil. In the meantime the Arsy ml ttavy will train 
a snail number of officers to act as a nucleus around which the larger organi- 
sation will be built when required. 

An inspection of the chert of the "Kational Organisation For Petro- 
leum", Appendix i, reireals a rather complex set-up. Perhaps the very nature 
of a largo bureaucracy require* such complexity. However, hiring orld tar II 
the organisation was much more simple and functioned efficiently* Th© Artay- 
Havy Petroleum Board caar directly under the Joint Chiefs of Staff. At present, 
this Board has become U» Munitions Board Petroleum Committee and i® respon- 
sible to 7T0 agencies, the Munitions Board and the Secretary of Defense, The 
question arises as to why, when the country had a winning combination which 
proved itself in World Star II, the organisation was changed? One of the objects 
of unification of the Armed Services was to simplify the organisation, yet it 
Is obvious in this example that ft subordinate part of the Defense Department 
became much *orw complicated. Ko doubt there were good reasons for each step 
in the evolution of the present organisation for petroleum adaini strati on, but 
it seems to have become much 'ore cOTberscc!je thm was the original intention. 

Again referring to Appendix I, it will be noted that there re five 
agencies under the President which handle, in ease manner, matters pertaining 
to petroleum. This seems to be a wide spread of persormel end provides the 
possibility of duplication of effort. Two possible solutions are offered which 
might lead to simplification* (1) Combine the various eub-agencico tinier one 
existing Department | or (2) Create a new Department under the President w’-lch 
will ' indie all petroleum matters for the Government. 

(1) The Department trader which it aecaa logical to combine all pctrol- 
leum imiif-egcnclea is the Department of the Interior. This Department now has 
trader it the Bureau of Mines and the Petroleum Administration for Defease (PAD), 
These two agencies co«.ld be used as a nucleus to fora a Bureau of Petroleum, 
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l.e., the Peiroleam section of the Bureau of Mines coabinod with the FAT. All 
petroleua agencies of other Itopartranta would then he integrated into this 
new Bureau, In this manner, ana Department would be responsible for procure- 
ment and distribution of petroleua products for ell otfier ItepsrtmentE* 

(2) The creation of a new Department uruer the Presl ’ent night be 
Justified by the increasing importance of petroleum in the economic Ilf© of 
the nation. International crises frequ. fitly arise m the subject of petroleum 
as exemplified «t the present time by the Iranian c&l situation. Until the 
tin© when new power sources are developed, such as atonic power, future wars 
will be to by the country possessing the {preatesi amount of oil and the techni- 
cal knowledge for its use. The concentration of ell petroleum experts now 
in government in on© Department cwld lead to more accurate decisions and 
faster action on petroleum problcas wlriah nay arise. 

Th© above suggestions may sec® radical to those now in government, 
but to Industry it would be a welcome relief to have but one agency with which 
to negotiate any dealings pertaining to petroleum. 
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Aipmnix n 



PEPARtEMKHT OF WNUm 

mssitioss boaito 

WAgRIKMOl 25, C. 



SB Order So* £1-3/2 3 January 1951 

SPBJiSTt Charter for Munition# Board Joint Petroleum Committee 



1* Ust^biig-nent , tith the concurrence of the Munitions Board end 
with the Approval of Use Secretary of Defense, the Munitions Board Joint 
Petroleum Committee Is hereby re-established with membership and duties 
as herein defined* 

2, TJcnt^rghlp * The Carats! tie* will canal at of even ambers, one from 
each of the uiiitAry depsxlx.-ntc, designated by tiae respective member of 
the Kunitiosie Board $ the three departmental ncahors of the Armed Services 
Petroleum Purchasing Agency; end one senabor from the ihmi lions Board staff, 
designated by the Director of the Staff. 

3* Chatman . Insofar as practicable, the Munitions Board amber on 
the Scrv-Jitce wi.l 1 bo appointed Chairman. In the sbaoncc of such repre- 
sentative, th« Director of the itaff of the Munition# Board say designate 
one of the members to serve a# Acting Chairman of the Committee* 

hm Staff * The MB Petroleum Division will eerve as a peraanent staff 
and working group for the H® Joint Petroleua Committee. "he T Petroleum 
Division will be headed by a Chief, of General or Flag rank. Tite Chief 
will be responsible for administering the affairs of the Cosaitt*©, and 
presenting problems and recoeiemdations to the C .mi tie*. Be will be 
assisted by two Deputy Chiefs, one each from the other two departments. 

The Petroleum Division will consist of such civilian and military personnel 
as are authorised to carry out the pro gm of the Committee. 

5. utiea . The duties of the Joint Petroleum G await tee will include 
the following with respect to petroleum miters t 

a* Prepare for the Munitions Board pious governing the 
military aspects of industrial mobilisation on petro- 
leum for a future emergency. 

fc* Proper* far the Joint Chief# of Staff or the Munitions 
Board evaluations of the pctroletsa feasibility of stra- 
tegic or logistic piano, based upon current estimates 
of potential production, procurement, and transporta- 
tion capabilities ocdntalntd by the Joint Petroleum 
Corned t tee. 
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c, Analyze and review for the appropriate (authorities, 

as directed, both current «nd caobi lists Uon programs for 
ailitery requirements for peti*oleusa ae submitted by 
the Services, In connection with such requirements i 
Develop, in coordination with the Office of Hequire- 
nonts and Controls, detailed policies, procedure© and 
standards for their computation and presentations 
initiate requests upon the department© for such require- 
ments nd transmit theta through the Office of Esquire- 
m t« and Controls j review such requirements in detail 
for moth«aatioal correctness and conformance to instruc- 
tion©, translation into production objective© and deter- 
nine* ions of feasibility, and conduct preliminary 
production scheduling for such requirements* 

d. Coordinate for the Munitions Board policies and program 
for the use or disposal by the military departments of 
petroloua plant© and facilities, and for the maintenance 
of an adequate industrial reserve of petroleum facilities. 

c. Conduct or review studies on thoa< phases of Industrial 
security concerned with petroleua facilities* 

f. Advise the Munition© Board with respect to foreign trade 
and related matter© which concern petroleum. 

g* Prepare estimate® of the petroleura capabilities for war 
of foreign nation©* 

h. furni eh Department of Defense representation on depart 
cental committees outside the Department of Defense on 
petroleua, and represent the Department of Defence in 
it® relationships with the Military Petroleum Advisory 
Board* 

i* Advise tiie Mentions Board on coordination of specifi- 
cation# and standardisation of petroleua iteae. 

j. Prepare such studies and perform such duties and functions 
in connection with petroleum natters a# aay be requested 
by the Secretary of Defense, the Joint Chiefs of Staff, 
the Munitions B-wsrd, the He search and Development Bo»ri, 
or Ui© Secretaries of the Arqy, Navy, and Air Force. 

k* Advice the Joint Chief© of Staff, the Munitions Board, the 
iesearch and Development Board, the Arsed Services Petro- 
leum Purchasing Agency, and the Secretaries of the Army, 
h'*vy, and Air f orce, on petroleua policy matters, Includ- 
ing consents anti recosanenda ti ona obi petroleum legislation. 

1* Exercise general direction, authority, and control over 
the Arsed Services Petroleum Purchasing Agency. 
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£* Oontre.e one .cl. t:- cnvMpa . 

a. The SosKaiita© will report to the Sh&iraan of the kunitiona 
Board through the 'dree tor of Production iAnageaent* The 
'Joaaittee 19111 submit rceoimndfttion* and ro. orts to the 
Director of Production ^Umaccaent on problems assigned to 
it by that Dir* ctor, art* will keep WU informal of currant 
activities and progress on 'rejects. The C-oamdtt©® iaay 
eubait on its own initiative recomend tions to the Director 
of Production Haiwpesaent on problems which fall within the 
scope of its responsibility* 

b* The Committee is authorised direct contact with other a enciee 
r» required to fulfill ita responsibilities 5 and may call 
upon any department or agency of the Department of Defense 
for such information and assistance ae isay be required. 
Similarly, the agencies referred to in paragraphs 5* J and 
k are authorized direct control with the Com! t tee. In 
carrying out work for any of these agencies, the Corassitte© 
will take necessary action to insure that ratters of con- 
cern to other agencies are properly coordinated with these 
agencies* The Ctaasittee will take advantage of wor* alrwady 
accomplished in the petroleum field* Munitions Board Offices 
having petroleum problems will present such problems and 
request?) for eturiy to the Joint Petroleum Corxaitte© and will 
not duplicate functions of tha Joaaittce. 

7* Security * Each military department will certify in its letters 
appointing members or replacements to the Committee and Petroleum Division 
that the appointee has security clearance for 73? S&3&ET information. 

6* Sornitt&e Proaeduras . The Corwalttee will follow standard pro- 
cedures for 'operation 1 o"i* ’Joint coKealttoes, except for such provision* as 
ara inconsistent herewith. 

9* This order rescinds and ie substituted for that part of Section 
1637, MB Order 51-0, dated 1 Sept «bcr 1950, which is entitled "MB 
Joint Petroleum Coraaittee." 



N 

DOSJALD E. KIDSTHK 

Adainistrstive Officer 
Munitions Board 
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CJUttira *v*i 

THE AWMD Samoa PLW3ULTU FBSBKAMHB KQUITI 



1. An Araed Services Petroleum Purchasing' Agency Is hereby established 
as a joint agency of the Departments of the Artsy, the Havy, and the Air 
Force, and shall bo responsible for all purchase functions relating; to 
petrolsnst, and petroleum products, hereinafter referred to a* petroleum 
items, and such other items as may be assigned from time to time. 

2. The Petroleum Purchasing A gemey shall consist of the vusrUra&Bter 
General of the Amy, the Shlef of the Bureau of Supplies and Accounts of 
the Kavy, and the director of Maintenance Supplies ami Services of the 

t T . S. Air Force, each of whoa s!mll serve successively as Ghairaan for a 
two-yeer tern# 

3. The Petroleum Purchasing Agency shall select from the three serv- 
ices in rotation an executive officer who shall serve for a term of two 
years unless relieved of duty at the discretion of the Petroleum Purchas- 
ing Agency. The executive officer of the Petroleum Purchasing Agency, 
under the direction of the Agency, shall supervise its personnel, records 
and facilities, sign and execute for and in the naiae of the Agency corre- 
spondence reports*, determinations, contracts mi orders and fell other 
necessary papers, and shall in general, conduct the business of the Agency 
and perform each other service® as say he sssigned by the Agency. The 
authority of the executive officer my bo delegated to personnel of the 
Agency* 



l. The budgetary, staff, space and facilities requirements of the 
Agency shall be met by the epartmenls of the Army, Sfavy and Air Force on 
such basis as stay be agreed upon between there. 

5. The Petroleum Purchasing Agency* within the limits of allotments 
of appropriations made available for such purpose by each of the Departments 
of the Army, 8avjr and Air For^e and in accordance with requlrcsacnts estab- 
lished by the Departments and priorities established for each department by 
the Petroleum Board un er the uidsnee of the Joint Chiefs of Staff, shall 
havo the responsibility for the purchase of petroleum items for each depart- 
ment, and for such purpose shall consolidate the established requirements 
of tho throe departments; shall folic it and analyse bias, negotiate, award, 
execute and administer contracts, including claims thereun er j shall male 
determinations required therefor; shall obtain all necessrry clearances in 
connection therewith; shall maintain records thereof; shall supervise the 
perfomaaos of contracts and for this purpose shall arrange for inspections 
and utilise such laboratory ami inspection facilities and services of the 
departments as may bo made available therefor; shall consolidate transpor- 
tation requirements and arrange for delivery to storage ami use installa- 
tion© through the appropriate office of the Department involved in transpor- 
tation, without, however, having any responsibility for operational control 
of treneportat on facilities; shall coordinate joint bulk storage by the 
three dopartsxnts; and shall certify vouchers for payment by the disbursing 
o fieere of the three de ^riments. 
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6. The Patrolcira Purchasing A rency shall establish its own pux'chase 
and contract forms, sublet to the approval of the lunitions Board* It 
shall also establish its awn policies, procedure* and regulations, in 
acoordano* with applicable limitations of law and wherever practicable in 
caoforaity with established policies, ; rocoduroa and r©,ral« tioms, 

7. The Petroleum Purchasing Agency shall advise the three ^ujarbstmts 
with reference to the scheduling of their petroleves item requirement®, 

8. The Petroleum Purchasing keener/ shall render such Information, 
reports and recaosendeUons as any be requested or desirable to cognisant 
agencies in the National Military Establishment in connection with matters 
arising in the course of procurement of petroleum Items, such as short 
supply, changes in specifications and procurement regulations, practices 
and fora*?, lroprcveojonta in storage, distribution anti transportation facil- 
ities, and iabalaaocB between purchases, transportation and storage, 

£, The responsibility for the administration of pending procurement 
of petroleum items heretofore initiated by the service or by the Joint 
Aray-!*ayy Petroleum Purchasing Agency is hereby transferred to the Petroleum 
Purchasing Agency, 
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